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MESSAGE  FROM  THE  GOVERNOR 


I  am  pleased,  on  the  occasion  of  this  1978  Annual  Report,  to 
commend  the  Board  of  Housing  on  the  completion  of  a  remarkably 
successful  record.  The  Board  has  earned  high  praise  for  its  com- 
petent and  far-sighted  administration. 

More  than  1 ,500  low  and  moderate  income  Montana  families  have 
been  able  to  finance  single-family  homes  at  below  market  interest 
rates  due  to  Board  of  Housing  programs.  And,  last  March,  the 
Board  began  construction  of  the  Clark  Fork  Manor  of  Missoula, 
which  will  provide  134  housing  units  for  the  elderly.  The  Board  also 
has  contracted  with  the  Department  of  Community  Affairs  to  ad- 
minister Montana's  first  HUD/FHA  Section  8  Set-Aside  Program. 

These  achievements  of  the  Board  of  Housing  support  this  ad- 
ministration's intention  of  providing  the  greatest  range  of  housing 
opportunities  for  families  over  the  broadest  geographic  area. 

The  Board  has  demonstrated  its  responsibility  toward  the  future  by 
contracting  with  the  University  of  Montana's  Bureau  of  Business 
and  Economic  Research  to  do  an  in-depth  study  of  housing  needs 
statewide,  to  be  completed  in  February,  1979.  In  its  comprehensive 
planning  and  its  substantial  accomplishments,  the  Board  has 
proven  itself  by  fact  and  not  by  rhetoric. 

In  two  years  of  operation  the  Board  has  shown  its  financial  viability 
as  a  self-sustaining  agency  and  an  independent  division  of  the 
Department  of  Administration.  In  April  of  this  year  the  Board  repaid 
the  General  Fund  of  the  State  of  Montana  the  funds  that  had  been 
appropriated  for  operating  expenses,  and  during  this  year  the 
Board  made  interest  payments  without  using  any  designated 
reserve  accounts.  The  Board  was  successful  in  accruing  a  substan- 
tial operating  reserve  account  and  a  sufficient  reserve  for  principle 
payments  due  in  FY/1979. 

Montana's  program  was  one  of  the  few  in  the  nation  to  operate  in 
the  black  during  its  first  fiscal  year.  The  solid  credit  rating  the  Board 
has  achieved  is  paving  the  way  for  even  more  ambitious  programs 
in  the  future. 

The  expertise  and  efforts  of  the  Board  of  Housing  have  put  decent 
and  safe  housing  within  the  financial  reach  of  many  low  and 
moderate  income  persons  in  Montana.  We  are  looking  forward  to 
the  continuation  of  this  fine  program  in  the  coming  year,  and  to  its 
expansion  into  the  future. 


Thomas  L.  Judge 
Governor 


LETTER  OF  TRANSMITTAL 


Governor  Thomas  L.  Judge,  the  Montana  Legislature  and 
the  citizens  of  Montana: 

On  behalf  of  the  Montana  Board  of  Housing  we  are  pleased  to  subnnit 
our  second  annual  report  which  represents  the  agency's  first  full  year  of 
operation.  We  believe  we  have  completely  met  the  mandate  set  forth  by 
the  1975  Legislature  to  assist  private  enterprise  in  providing  home- 
ownership  opportunities  for  low  and  moderate  income  citizens  of 
Montana. 

The  Board  has  continued  its  single  family  mortgage  purchase  program 
and  financed  approximately  $50  million  in  mortgages  as  of  June  30, 
1978.  Participation  in  the  Board's  program  has  expanded  from  32  lend- 
ing institutions  to  60  qualified  and/or  participating  banks,  savings  and 
loan  associations  and  mortgage  bankers.  In  the  multifamily  housing 
program  the  Board  is  proud  to  announce  that  Clark  Fork  Manor  in 
Missoula,  Montana,  designed  to  house  the  elderly  and  handicapped,  is 
well  under  construction  with  full  occupancy  expected  by  July  1,  1979. 

As  the  Board  reviews  its  achievements,  it  also  looks  forward  to  meeting 
new  challenges.  We  are  presently  seeking  new  and  different  avenues  to 
finance  other  types  of  housing.  Upon  completion  of  the  statewide 
housing  needs  study  the  Board  plans  to  initiate  new  housing  programs 
and  continue  improving  its  current  programs  with  a  modest  staff. 

We  wish  to  express  to  the  governor  and  legislature  our  sincere  gratitude 
for  their  fine  support  and  cooperation.  We  would  like  to  acknowledge  the 
Board's  lead  and  regional  underwriters,  bond  counsel,  underwriters' 
counsel,  accountants,  trustees  and  the  Department  of  Administration 
for  their  assistance  and  expertise  in  establishing  the  State  of  Montana's 
first  housing  finance  agency. 


/ 


W.  A.  Groff.  Chairman 


L.  E.  Olson 
Administrator 


MEMBERS  OF 
THE  BOARD 


William  A.  Groff 

Victor,  Montana,  Board 
Member  and  Chairman; 
President  and  Chairman 
of  the  Board  of  Farmers 
State  Bank,  Victor,  Montana; 
former  State  Director 
of  Department  of 
Revenue;  former  State 
Senator,  State  of  Montana 

Calvin  S.  Robinson 

Kalispell,  Montana,  Board 
Member  and  Vice  Chairman; 
Partner,  Murphy,  Robin- 
son, Heckathorn  &  Phillips, 
attorneys,  Kalispell,  Montana 

Virginia  Jellison 

Missoula,  Montana,  Board 
Member  and  Secretary; 
Member  of  City  Council, 
Missoula,  Montana;  Hous- 
ing/Community Develop- 
ment Specialist  to  local 
Community  Action  Pro- 
gram, Missoula,  Montana 

Dan  K.  IVIizner 

Helena,  Montana 
Board  Member; 
Executive  Director,  Montana 
League  of  Cities  and  Towns 

James  J.  Leary 

Butte,  Montana 
Board  Member; 
Regional  Director, 
A.F.L.-C.I.O.,  Retired 

Paul  A. Johnson 

Great  Falls,  Montana 
Board  Member; 
Chairman  of  the  Board  and 
President  of  First  Federal 
Savings  &  Loan  Associa- 
tion, Great  Falls,  Montana; 
member.  Executive  Com- 
mittee U.S.  League  of 
Savings  Association 

Robert  F.James 

Great  Falls,  Montana 
Board  Member; 
Partner,  James,  Gray  & 
McCafferty,  attorneys. 
Great  Falls,  Montana 


William  A.  Groff 


Calvin  S.  Robinson 


Virginia  Jellison 


Dan  K.  Mizner 


James  J.  Leary 


Paul  A.  Johnson 


Robert  F.  James 


David  L.  Jackson 

Board  Counsel 


STAFF  TO 
THE  BOARD 


Lyie  E.  Olson 

Administrator 


Kralg  K.  Kushar 

Program  & 
Operations  Officer 


Linda  M.  Forrey 

Office  Manager/ 
Executive  Secretary 


Judy  Gillespie 

Accountant 


YEAR  IN  REVIEW 


1.  During  fiscal  year  1978  the  Board  em- 
phasized single  family  homeownership  for 
low  and  moderate  income  persons  and 
families  in  fvlontana.  The  Board  of  Housing 
purchased  approximately  $50  million  in 
single  family  mortgages  and  committed  to 
purchase  an  additional  $12.4  million  in  the 
next  fiscal  year.  Below  market  interest  rates 
of  7-1/8%,  6-7/8%  and  7-1/2%  were  avail- 
able to  a  qualified  borrower.  The  Board  pur- 
chased 1500  single  family  mortgages  in  40 
counties  and  74  cities  and  towns  in  Montana. 

2.  In  March  1978  the  Board  began  con- 
struction financing  of  the  Clark  Fork  Manor  in 
Missoula,  Montana,  a  134-unit  Section  8 
assisted,  elderly  housing  complex.  The 
project  is  scheduled  for  completion  in  the 
spring  of  1979. 

3.  At  the  Board's  April  6,  1978  meeting  the 
Board  repaid  the  General  Fund  of  the  State 
of  Montana  $35,990  that  was  appropriated 
for  operating  expenses.  As  of  July  1,  1977 
the  Board  of  Housing  became  a  self- 
sustaining  agency  and  an  independent 
division  of  the  Department  of  Administration. 


4.  In  October  the  staff  began  implementa- 
tion of  a  computerized  Mortgage  Portfolio 
Accounting  and  Control  System  for  the 
Board's  mortgages.  This  system  combined 
with  other  reporting  systems  enabled  the 
Board  to  maintain  efficiency  with  only  a  staff 
of  four. 

5.  During  1978  the  Board  made  interest 
payments  totaling  $2,554,591  without  using 
any  designated  reserve  accounts.  The  Board 
was  successful  in  accruing  a  substantial 
operating  reserve  account  and  a  sufficient 
reserve  for  principal  payments  due  in  fiscal 
year  1979. 

6.  The  Board  contracted  with  the  Depart- 
ment of  Community  Affairs  to  administer 
Montana's  first  HUD/FHA  Section  8  special 
Set-Aside  Program. 

7.  The  Board  contracted  with  the  University 
of  Montana's  Bureau  of  Business  and 
Economic  Research  to  do  an  indepth  study 
of  housing  needs  statewide.  The  report  will 
be  complete  in  February  1979. 


Jack  C.  Grosser  and  William  A.  Groff 

William  A.  Groff,  Chairman  of  the 
Board  of  Housing,  presents  a  check  for 
$35,990  to  Jack  C.  Grosser,  Director  of 
the  State 's  Department  of  Administra- 
tion, to  repay  the  State  of  Montana  for 
general  fund  monies  appropriated  to 
the  Board  for  operating  expenses. 
Upon  this  action  the  Board  became  a 
self-sustaining  agency. 


1.  Helena  Home,  a  young  Helena  family  pictured  with  their  first 
tiome.  Ttie  purctiase  was  made  available  througti  tlie  finan- 
cial efforts  of  ttteir  local  lender  and  the  Montana  Board  of 
Housing. 

2.  White  Sulphur  Springs  —  New  Construction,  a  newly- 
constructed  home  in  a  small,  rural  community  of  hAontana. 
Pictured  with  the  home  is  Michael  E.  Grove,  President  of  The 
First  National  Bank  of  White  Sulphur  Springs.  Through  his 
concern  and  aggressiveness.  $450,000  was  made  available 
for  financing  new  and/or  existing  homes  in  Meagher  County. 
We  are  grateful  to  Mr.  Grove  and  the  other  lenders  for  their 
participation  in  the  program. 

3.  Helena  Home  —  Under  Construction,  a  home  under  con- 
struction in  the  Helena  Valley  that  will  soon  house  a  lower 
income  family.  Emphasis  has  been  placed  on  financing  new 
construction  as  well  as  existing  housing. 

4.  Clark  Fork  Manor.  Architect's  rendering  shows  finished 
project. 

5.  Clark  Fork  Manor  — Construction.  Now  under  construction 
but  nearing  completion,  Clark  Fork  Manor  in  Missoula,  Mon- 
tana. This  134-unit  project,  of  which  132  are  rent  subsidized, 
will  provide  housing  for  the  elderly  and  handicapped. 


QUALIFIED  AND/OR 

PARTICIPATING  MORTGAGE  LENDERS 


ANACONDA 

First  National  Bank 
First  Security  Bank 

BELGRADE 

Montana  Bank  of  Belgrade 
BILLINGS 

Del  Realty  Company 

First  Citizens  Bank 

First  Northwestern  Bank 

Guaranty  Company 

Metropolitan  Mortgage  Company 

Midland  National  Bank 

Rimrock  Bank 

Security  Bank 

Security  Federal  Savings  &  Loan 

Association 
Valley  Credit  Union 
Western  Bank 

BOZEMAN 

First  National  Bank 
First  Security  Bank 

BUTTE 

First  Metals  Bank 
First  National  Bank 
Prudential  Federal  Savings  &  Loan 
Association 

COLUMBIA  FALLS 
Bank  of  Columbia  Falls 

DEER  LODGE 

Pioneer  Federal  Savings  8  Loan 
Association 

GLASGOW 

First  National  Bank 
First  Security  Bank 


GLENDIVE 

First  National  Bank 
First  Security  Bank 

GREAT  FALLS 

Charter  First  Mortgage  Company 
First  Federal  Savings  &  Loan 

Association 
First  National  Bank 
First  Westside  National  Bank 
Great  Falls  Federal  Savings  &  Loan 

Association 
Montana  Bank 
Northwestern  Bank 
The  Village  Bank 

HARDIN 

Bighorn  Bank 

HAVRE 

First  National  Bank 
Havre  Federal  Savings  6  Loan 
Association 

HELENA 

American  Federal  Savings  & 

Loan  Association 
Bank  of  Montana 
First  National  Bank  &  Trust 

Company 
Northwestern  Bank 

KALISPELL 

First  Federal  Savings  &  Loan 
Association 

LEWISTOWN 

First  National  Bank 

LIVINGSTON 

First  National  Park  Bank 


MILES  CITY 

First  Citizens  Bank 

MISSOULA 

Bancshares  Mortgage  Company 
Charter  First  Mortgage  Company 
Commerce  Mortgage  Company 
First  National  Bank 
First  Security  Bank 
Southside  National  Bank 
Western  Federal  Savings  &  Loan 

Association 
Western  Montana  National  Bank 

POLSON 

First  Citizens  Bank 
Security  State  Bank 

SIDNEY 

First  United  Bank  of  Sidney 

STEVENSVILLE 

First  State  Bank 

SUPERIOR 

Montana  Bank  of  Mineral  County 

TOWNSEND 

State  Bank  of  Townsend 

VICTOR 

Farmers  State  Bank 

WHITE  SULPHUR  SPRINGS 

First  National  Bank 

WIBAUX 

First  National  Bank 
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QUESTIONS  AND  ANSWERS 


Q 

A 


Q 

A 


Q 

A 


Why  was  the  Montana  Board  of 
Housing  established? 

Montana's  1975  legislative 
session  found  and  declared  there 
is  a  shortage  of  decent,  safe  and 
sanitary  housing  in  Montana 
within  financial  capabilities  of 
low  to  moderate  inconne  persons 
and  families.  The  legislature  be- 
lieves through  the  formation  of 
the  Board  of  Housing  and  its 
financing  programs  utilizing  the 
issuance  of  revenue  bonds  this 
situation  can  be  improved. 

Who  serves  on  the  Board  of 
Housing? 

The  Board  has  been  designated 
by  the  legislature  as  quasi- 
judicial  board  and  consists  of 
seven  (7)  members  appointed  by 
the  governor  who  are  informed 
and  experienced  in  housing, 
economics  or  finance.  The 
Board  is  attached  to  the  state's 
Department  of  Administration 
for  administrative  purposes  only. 

How  does  the  Board  of  Housing 
function? 

Basically,  the  Board  issues  tax- 
exempt  revenue  bonds  nation- 
wide to  obtain  its  lending  or 
financing  capital.  The  Board 
uses  this  capital  to  purchase 
qualified  mortgage  loans  from 


Q 

A 


Q 

A 


Q 

A 


qualified  lending  institutions 
throughout  the  state  who 
previously  had  received  a 
commitment  of  purchase  from 
the  Board. 

What  is  a  qualified  mortgage 
loan? 

Presently  it  is  a  FHA  Insured  or 
VA  Guaranteed  Mortgage  Loan 
that  has  been  made  to  a  lower 
income  person  or  family  at  an 
interest  rate  designated  by  the 
Board. 

Who  is  determined  eligible  as  a 
lower  income  person  or  family? 

Those  individuals  or  families 
whose  total  family  adjusted 
gross  income  does  not  exceed 
$16,000;  whose  gross  assets  do 
not  exceed  $40,000  and  who  can 
demonstrate  the  ability  to  repay 
the  below  market  interest  rate 
loan.  Furthermore,  the  sales 
price  of  the  home  to  be  financed 
cannot  exceed  $50,000.  These 
qualification  ceilings  are 
reviewed  annually  by  the  Board 
in  the  event  revisions  may  be 
necessary. 

What  is  the  cost  to  the  taxpayer? 

The  Montana  taxpayer  bears 
none  of  the  costs  of  the  opera- 
tions of  the  Board.  The  Board  of 
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Q 
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Q 
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Housing  is  a  self-sustaining 
agency  operating  on  the  interest 
spread  between  money  bor- 
rowed through  revenue  bond 
sales  and  money  lent  via 
mortgage  loan  purchases. 

How  does  an  eligible  borrower 
apply  for  financing  utilizing  the 
Board's  programs? 

By  applying  for  a  FHA/VA  loan 
through  one  of  the  qualified 
lending  institutions  in  his  or  her 
area.  The  Board  of  Housing 
does  not  enter  into  direct  lend- 
ing with  individual  borrowers.  All 
financing  programs  utilize  the 
expertise  and  experience  of 
Montana's  participating  lenders. 

What  about  multi-family  housing 
financing? 

The  Board  has  financed  one 
multi-family  housing  project  to 
date;  a  134  unit  Section  8 
assisted  elderly  project  in 
Missoula,  Montana  utilizing 
HUD/FHA's  Section  231 
insurance.  The  Board  has 
expressed  the  desire  to  expand 
in  multi-family  housing  financing 
in  the  future. 

What  type  of  multi-family 
housing  projects  is  the  Board 
interested  in  financing? 

Those  projects  that  are 
economically  sound  and 
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financially  feasible  and  are 
designed  to  decently  house  the 
elderly,  handicapped  or  lower 
income  persons  and  families  at 
rentals  they  can  afford  will 
receive  primary  financing  con- 
sideration. Additionally,  those 
projects  should  be  insured  by 
HUD/FHA.  It  may  be  necessary 
for  the  project  to  also  have  been 
awarded  Section  8  rent 
supplements  from  HUD. 

How  is  the  multi-family 
application  process  handled  by 
the  Board? 

Initially  the  project  sponsor  may 
present  to  the  Board  their 
planned  ideas  on  a  particular 
project.  If  the  Board  accepts  the 
idea  favorably,  the  sponsor 
should  start  his  application 
process  through  HUD/FHA. 
After  initial  approval  from 
HUD/FHA,  the  sponsor  returns 
to  the  Board  for  additional  pre- 
sentations, discussions  and 
ultimately  seeks  a  commitment 
for  long-term  financing.  At  this 
stage,  the  sponsor  should  have 
interim  construction  financing 
and  long-term  loan  servicing 
arranged  through  a  Montana 
lending  institution.  After  prelim- 
inary and  final  reviews  of 
qualified  projects  the  Board  will 
schedule  a  multi-family  bond 
issue  prior  to  project 
construction  on  all  permanent 
financing  commitments. 


REPORT  ON  EXAMINATION  OF  RNANCIAL  STATEMENTS 


To  the  Montana  Board  of  Housing: 

We  have  examined  the  balance  sheets  of  the  various  funds  of 
the  Montana  Board  of  Housing  as  of  June  30,  1978,  and  the  related 
statements  of  revenues,  expenses  and  changes  in  fund  balances,  and 
changes  in  financial  position  for  the  year  then  ended.  Our  examin- 
ation was  made  in  accordance  with  generally  accepted  auditing 
standards  and,  accordingly,  included  such  tests  of  the  accounting 
records  and  such  other  auditing  procedures  as  we  considered  neces- 
sary in  the  circumstances. 

In  our  opinion,  the  aforementioned  financial  statements  present 
fairly  the  financial  position  of  the  various  funds  of  the  Montana  Board 
of  Housing  at  June  30,  1978,  and  the  results  of  their  operations  and 
changes  in  their  financial  position  for  the  year  then  ended  in  con- 
formity with  generally  accepted  accounting  principles  applied  on  a 
basis  consistent  with  that  of  the  preceding  period. 


COOPERS  &  LYBRAND 

CERTIFIED  PUBLIC  ACCOUNTANTS 

Minneapolis,  Minnesota 

Septennber  15,  1978,  except 

for  Note  7(b)  as  to  which 

the  date  is  October  12,  1978 
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BALANCE  SHEETS 


June  30,  1978  with  comparative  combined  total  as  of  June  30,  1977 


1978 


1977 


ASSETS 


Cash  and  temporary  investments 

(Note  3)    

Construction  mortgage  loan  (Note  6) 

Permanent  mortgage  loans  49,818,642 

Interest  receivable 

Deferred  financing  costs,  net 


Combined 

Combined 

Single  Family 

Multifamily 

Total- 

Total- 

Mortgage 

Mortgage 

Memorandum 

Memorandum 

Program  Funds 

Program  Funds 
$4,006,642 

Only 

Only 

$  8,091,962 

$12,098,604 

$19,246,972 

926,343 

926,343 

49,818,642 

49,818,642 

2,390,586 

448,364 

173,178 

621,542 

198,082 

386,415 

44,573 

430,988 

104,329 

Total  assets   $58,745,383 


$5,150,736 


$63,896,119 


LIABILITIES  AND  FUND  BALANCES 


Liabilities: 


The  accompanying  notes  are  an  integral  part  of  the  financial  statements. 


$21,939,969 


Bonds  oavable  (Note  5)     

56,530,000 

4,865,000 
99,599 

61 ,395,000 

903,616 

124,000 

8,847 

21 ,470,000 

Interest  payable            

804,017 

311.610 

Deferred  fee  income                

124,000 

128.667 

Accounts  payable  (Note  4) 

8.847 

57.466,864 

Total  liabilities                            .    .  . 

4.964.599 
186,137 

62,431.463 

186,137 
1,278,519 

1,464,656 

21.910.277 

Fund  balances: 
UnaDoroDriated 

29.692 

ADDroDriated(Note  7b)              

1.278.519 

1,278,519 

Total  fund  balances     

186.137 

29.692 

Totalliabilities  and  fund  balances . 

$58,745,383 

$5,150,736 

$63,896,119 

$21,939,969 
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STATEMENT  OF  REVENUES,  EXPENSES  AND 
CHANGES  IN  FUND  BALANCES 


for  the  year  ended  June  30,  1978  with  connparative  combined  total  for  the  period  fronn  April  1,  1977 
(date  of  inception)  to  June  30,  1977 

1978 


1977 


Single  Family  Multifamily 
Mortgage               Mortgage 
REVENUES                               Program  Funds       Program  Funds 

Interest  income  on  construction  and 

permanent  mortgage  loans  $2,144,781               $  17,542 

Fee  income 637,505                 1 75,000 

Income  (interest  and  gains  and  losses,  net) 

on  temporary  investments 1,413,534                  79,910 

Total  revenues 4,195,820                272,452 

EXPENSES 

Interest 2,674,002                  82,491 

Mortgage  servicer  fees 98,925 

Amortization  of  deferred  financing  costs  ...  .  57,410                       824 

General  and  administrative  (Note  4) 11 6,656                    3,000 

Total  expenses 2,946,993                   86,315 

Revenues  over  expenses 1,248,827                 186,137 

Unappropriated  fund  balances,  at 

beginning  of  period 29,692 

Transfer  to  appropriated  fund  balance (1,278,519) 

Unappropriated  fund  balances,  end 

of  period 186,137 

Appropriated  fund  balances,  beginning 

of  period  (Note  7b)  

Transfer  from  unappropriated  fund  balance  .  .  1 ,278,51 9 

Appropriated  fund  balances,  end  of  period ...  1 ,278,51 9 

Total  fund  balances  $1 ,278,519              $186,137 

The  accompanying  notes  are  an  integral  part  of  the  financial  statements. 


Combined 
Total- 
Memorandum 
Only 

Combined 
Total- 
Memorandum 
Only 

$2,162,323 
812,505 

1 ,493,444 

$17,613 
64,333 

247,260 

4,468,272 

329,206 

2,756,493 

98,925 

58,234 

119,656 

297,760 

165 

1,589 

3.033.308 
1,434.964 

29.692 
(1.278,519) 

299,514 
29,692 

186,137 

29.692 

1,278,519 
1,278,519 

$1,464,656 

$  29.692 
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STATEMENT  OF  CHANGES  IN  RNANCIAL  POSTTION 


for  the  year  ended  June  30,  1978  with  comparative  connbined  total  for  the  period  fronn  April  1,  1977 
(date  of  inception)  to  June  30,  1977 

1978 1977 

Combined  Combined 

Single  Family  Multifamily               Total—                 Total— 

Mortgage  Mortgage           Memorandum       Memorandum 

SOURCES                                    Program  Funds  Program  Funds              Only                     Only 

From  operations: 

Revenues  over  expenses                                $  1,248,827  $    186,137            $  1,434,964         $        29,692 
Amortization  of  bond  premiums  and 

issuance  costs,  net                            ..          (221,947)  270                 (221,677)                   1,589 

Changes  in  accounts: 

Interest  receivable                                                (250,282)  (173,178)                (423,460)              (198,082) 

Accounts  payable                                                       8,847  8,847 

Interest  payable                                                     492,407  99,599                  592,006                311,610 

Deferred  fee  income    (4,667)  (4,667)               128,667 

Cash  and  temporary  investments 

provided  from  operations 1,273,185  112,828                1,386,013                273,476 

Principal  repayments,  mortgage  loans                      892,374  892,374                    1,937 

Net  proceeds  from  sale  of  bonds                          34,999,861  4,820,157              39,820,018           21.364,082 

Total                                                 $37,165,420  $4,932,985            $42,098,405          $21,639,495 

USES 

Purchase  of  mortgage  loans      .                            48,320,430  926,343             49,246,773             2,392,523 

Increase  (decrease)  in  cash  and  temporary 

investments                                                  (11,155,010)  4,006,642              (7,148,368)          19,246,972 
Cash  and  temporary  investments, 

beginning  of  period 19,246,972  19,246,972 

Cash  and  temporary  investments, 

end  of  period                                                $8,091,962  $4,006,642            $12,098,604         $19,246,972 

The  accompanying  notes  are  an  integral  part  of  the  financial  statements. 
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NOTES  TO  FINANCIAL  STATEMENTS 


1.  Authorizing  Legislation  and  Funds: 

AUTHORIZING  LEGISLATION: 

The  Montana  Board  of  Housing  is  a  quasi-judicial  board 
created  in  1975  by  the  Legislative  Assembly  of  the 
State  of  Montana  to  facilitate  the  availability  of  housing 
to  persons  of  low  and  moderate  income.  The  Board  is 
authorized  to  issue  negotiable  notes  and  bonds  to  ful- 
fill its  purposes  up  to  an  aggregate  amount  of 
$75,000,000.  Neither  the  faith  and  credit  nor  taxing 
power  of  the  State  of  Montana  may  be  pledged  to  the 
payment  of  amounts  so  issued. 

SINGLE  FAMILY  MORTGAGE  PROGRAM  FUNDS: 

These  funds,  established  under  a  trust  indenture  adopt- 
ed March  10,  1977,  and  amended  July  28,  1977  and 
June  13,  1978,  are  prescribed  for  accounting  for  the 
proceeds  from  the  sale  of  Single  Family  Mortgage 
Bonds  and  the  debt  service  requirements  of  the  bond 
indebtedness.  Activities  of  these  funds  are,  in  general, 
limited  to  the  purchase  of  mortgage  loans  secured  by 
eligible  mortgages  on  single  family  residential  housing 
made  to  finance  the  ownership  of  such  single  family 
residential  housing.  The  mortgage  loans  must  be 
insured  by  the  Federal  Housing  Administration  or 
guaranteed  by  the  Veterans  Administration. 

MULTIFAMILY  MORTGAGE  PROGRAM  FUNDS: 

These  funds,  established  under  a  trust  indenture  adopt- 
ed February  23, 1 978,  are  prescribed  for  accounting  for 
the  proceeds  from  the  sale  of  Multifamily  Mortgage 
Bonds,  the  debt  service  requirements  of  the  bond 
indebtedness,  and  for  the  construction  and  permanent 
mortgage  loan  on  the  multifamily  development  being 
financed  from  the  bond  proceeds. 


that  occur  will  be  charged  against  such  valuation 
reserves.  No  provisions  were  considered  necessary  at 
June  30,  1978. 

FEE  INCOME: 

Fees  collected  as  reimbursement  for  costs  incurred  in 
developing  and  implementing  the  programs  of  the 
Board  and  for  other  specific  services  are  recorded  as 
income  in  the  period  received.  Commitment  tees  col- 
lected in  connection  with  single  family  mortgages  are 
deferred  and  recorded  as  income  over  the  respective 
commitment  period. 

DEFERRED  FINANCING  COSTS: 

Issuance  costs,  premiums  and  discounts  on  bonds  and 
other  obligations  are  amortized  over  the  life  of  the 
bonds  to  which  they  relate. 


3.  Restricted  Assets: 

Portions  of  cash  and  investments  are  restricted  to  uses 
specified  by  applicable  bond  resolutions.  Amounts  are 
restricted  as  follows: 


Debt  service  reserve 
Mortgage  reserve  .  . 
Other  


Single  Family 

Mortgage 
Program  Funds 

$4,700,000 

510,500 

.    124,000 

$5,334,500 


Multifamily 

Mortgage 

Program  Funds 

$335,000 
50,000 


$385,000 


Cash  or  investments  on  hand  at  June  30,  1978  met  or 
exceeded  the  requirements. 


2.  Summary  of  Significant  Accounting 
Policies: 

BASIS  OF  ACCOUNTING: 

The  Board  follows  the  accrual  basis  of  accounting. 
INVESTMENTS: 

Permanent  mortgage  loans  are  recorded  as  amounts 
are  disbursed  and  are  carried  at  their  uncollected  prin- 
cipal balances.  Temporary  investments  are  carried  at 
the  lower  of  amortized  cost  or  market  (market  approxi- 
mated cost  at  June  30,  1978). 

PROVISION  FOR  POSSIBLE  LOAN  LOSSES: 

A  provision  for  possible  loan  losses  will  be  made 
through  charges  against  operations  based  on  a 
periodic  evaluation  of  the  loan  portfolio.  Actual  losses 


4.  Administrative  and  Other  Operating 
Costs: 

For  the  fiscal  year  ended  June  30, 1 978,  the  Board  was 
attached,  for  administrative  purposes,  to  the  Depart- 
ment of  Administration,  had  a  separate  budget  and  us- 
ed its  own  funds  for  administrative  and  other  operating 
costs.  From  its  inception  (April  1,  1977)  to  June  30, 
1977,  the  Board  was  attached  to  the  State  of 
Montana's  Department  of  Community  Affairs.  Costs  of 
the  Board's  operations  during  this  period  were  borne  by 
that  Department  and  separate  records  of  these  costs 
were  not  maintained.  No  requests  have  been  made  by 
the  Department  of  Community  Affairs  for  reimburse- 
ment of  any  of  the  Board's  costs  incurred  by  this 
Department  and  no  such  requests  are  anticipated  by 
the  Board. 
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5.  Bonds  Payable: 

Single  Family  Mortgage  Bonds:  June  30, 1978 

1977  Series  A,  4.5%  to  8%  interest, 
maturing  in  scheduled  annual  in- 
stallments from  October  1 , 1 978  to 
October  1 ,  1992  and  on  October  1 , 
2008,  subject  to  mandatory  sink- 
ing fund  requirements  of  sched- 
uled amounts  commencing  in 
1993  and  to  optional  redemption 
after  various  dates  at  prices  rang- 
ing from  100  to  103  $21,470,000 

1977  Series  B,  4.15%  to  8%  interest, 
maturing  in  scheduled  annual  in- 
stallments from  October  1 , 1 978  to 
October  1 ,  1 992  and  on  October  1 , 
2008,  subject  to  mandatory  sink- 
ing fund  requirements  of  sched- 
uled amounts  commencing  in 
1993  and  to  optional  redemption 
after  various  dates  at  prices  rang- 
ing from  100  to  103  


35,060,000 
$56,530,000 


Multifamily  Mortgage  Bonds: 

1978  Series  A,  6-1/8%  interest,  matur- 
ing August  1,  2019,  subject  to 
mandatory  sinking  fund  require- 
ments of  scheduled  amounts  com- 
mencing in  1980  and  to  optional 
redemption  after  various  dates  at 
prices  ranging  from  1 03  to  1 05 


$  4,865,000 


The  income  and  assets  of  the  two  program  funds  listed 
above  are  pledged  for  the  payment  of  principal  and  in- 
terest on  the  bonds  issued  and  to  be  issued  by  the 
respective  programs.  Interest  on  all  outstanding  bonds 
is  payable  semiannually.  Amounts  of  bonds  maturing  in 
the  five  years  subsequent  to  June  30,  1978  are  as 
follows: 


1979 
1980 
1981 
1982 
1983 


6.  Commitments: 

As  of  June  30,  1978,  the  Board  was  committed  to:  (a) 
purchase  single  family  mortgages  aggregating  approx- 


Program 

Funds 

Single  Family 

Multifamily 

$     485,000 

None 

$1,085,000 

None 

$1,620,000 

None 

$2,000,000 

None 

$2,075,000 

None 

imately  $517,000;  and,  (b)  provide  the  remaining 
balance  on  the  construction  mortgage  loan  of  approxi- 
mately $3,700,000. 

7.  Subsequent  Events: 

(a)  In  July  1 978  the  Board  issued  $1 3,600,000  of  Single 
Family  Ivlortgage  Bonds  1978  Series  A.  The  pro- 
ceeds from  the  issue  will  be  used  to  purchase 
additional  single  family  mortgages;  commitments 
for  these  purchases  equalled  $12,400,000  as  of 
June  30,  1978  in  addition  to  the  commitments 
described  in  Note  6.  The  bonds  bear  interest  at 
rates  ranging  from  5.05%  to  8%,  payable  semi- 
annually, and  mature  in  scheduled  annual  install- 
ments from  October  1,  1979  to  October  1,  1997, 
and  on  October  1 ,  2003  and  October  1 ,  2009.  They 
are  subject  to  mandatory  sinking  fund  requirements 
commencing  in  1998  and  to  optional  redemption 
after  various  dates  at  prices  ranging  from  100  to 
103. 

(b)  In  October  1978  the  Board  passed  a  resolution 
effective  June  30, 1 978  that  authorized  an  appropri- 
ation of  the  Single  Family  Mortgage  Program  Fund 
balance  in  an  amount  necessary  to  meet  the  In- 
terest Requirement  and  the  Principal  Requirement 
as  specified  by  the  applicable  trust  indenture. 
These  requirements  at  June  30, 1978  exceeded  the 
fund  balance  and  accordingly  the  entire  fund 
balance  at  June  30,  1978  is  appropriated. 


FINANCIAL  LEGAL  &  PROFESSIONAL  SERVICES 
PROVIDED  TO  THE  AGENCY  BY: 

Bond  Counsel 

Dorsey.  Windhorst.  Hannaford,  Whitney  &  Halladay 
Managing  Underwriter 

The  First  Boston  Corporation 
Regional  Underwriters 

D  A  Davidson  &  Company 

Dam,  Kalman  &  Quail,  Inc. 

Piper.  Jaffray  &  Hopwood 
Underwriters'  Counsel 

Wiiikie.  Farr  &  Gallagher 
Trustees 

Northwestern  National  Bank  of  Minneapolis— Single  Family 
Mortgage  Program 

Northwestern  Union  Trust  Company  of  Helena— Single  Family 
Mortgage  Program 

First  Trust  Company  of  Montana— Multi-Family  Mortgage 
Program 
Board  Counsel 

David  L  Jackson 
Auditors 

Coopers  &  Lybrand 
Accounting  Consultants 

Anderson  ZurMuehlen  &  Company 
State  of  Montana 

Department  of  Administration 
Annual  Report 

Sage  Advertising 
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